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Introduction 



The 2000 Survey of Trade Promotion Practices was conducted by ACNielsen during July 2000. The results are 
based on answers to questions about trade promotion spending practices in 1999, as well as current and future 
trade promotion activities. 

As in the previous nine waves of the study, executives at consumer packaged goods manufacturers were 
contacted to contribute their company's perspective on trade promotion practices. For the fourth consecutive year 
we are pleased to also include the perspective of leading retailers on the subject of trade promotions. 

The results are based on confidential responses to a survey mailed to senior sales and marketing executives of 
both manufacturer and retailer companies at the end of July 2000. After the survey was mailed, telephone 
interviews were completed by C/J Research of Arlington Heights, III. A total of 90 senior sales and marketing 
executives from manufacturer companies and 40 executives from retailer companies participated in the 2000 
study. After allowing for nondeliverable surveys and others who disqualified themselves, completion rates were 
32% and 28% for the manufacturer and retailer phases, respectively. 

Please note that the results of this study should be viewed qualitatively since responses are from a variety 
of manufacturers and retailers and are unweighted. 

ACNielsen would like to express its sincere appreciation to the executives who participated in the 2000 ACNielsen 
Trade Promotion Practices Survey. 



About ACNielsen 



ACNielsen has been helping organizations make better business decisions for more than 75 years. As the 
recognized global leader in delivering market research, information and analysis to the consumer products and 
service industries, ACNielsen today helps customers in over 100 countries around the world achieve success by 
providing a better understanding of their markets. 

ACNielsen combines information, technology and expertise to deliver valuable insights to its manufacturer and 
retailer customers. Our clients are diverse, but they each have the same basic needs. They want to know: What is 
happening in the marketplace? Why is it happening? What will happen next? ACNielsen answers these questions 
by measuring the ever-changing dynamics of the marketplace; creating a better understanding of the forces that 
influence consumer attitudes and behavior; and providing sophisticated analytical insights that help clients plan for 
the future. Furthermore, ACNielsen capabilities provide customers with the ability to track sales performance; 
monitor price changes; manage distribution; analyze promotion execution and impact; and evaluate new item 
success. 
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Manufacturers 

The manufacturer companies surveyed portray a fairly representative cross-section of consumer packaged goods 
company s.zes and product categories. The 2000 study yielded sample composition in alignment with historical 
participation profiles. More than half of the respondents indicated annual sales of less than $1 billion while the 
balance of the respondents reported annual sales of more than $1 billion. Extending a recent trend' a greater 
percentage of the manufacturer sample was comprised of larger companies. 

As in each of the prior studies, grocery product manufacturers (including dry grocery, beverages, refrigerated, frozen 
and fresh food companies) comprise the majority of the 2000 retailer study sample. In fact, the percentage of 
manufacturer respondents that classified themselves as grocery product marketers reached an historical high 
number for this 2000 study. The balance of participating companies represented a wide variety of channel 
categories; including convenience, mass merchandise, drug, supercenters and specialty 
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Sample Profile 



Retailers 

The retailer sample remained somewhat limited in nature. In an effort to ensure anonymity, the results for the 
retailers will be discussed only in total. To provide a framework to their perspective, the majority of the sample is 
made up of food retailers who report total annual sales ranging from $1 billion to $20 billion. 
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Insights Summary 



Introduction 

ACNielsen recently conducted its tenth annual survey of manufacturers and its fourth annual survey of 
retailers regarding trade promotion practices. In this survey, we have asked manufacturers and retailers 
their attitudes and practices toward trade promotion during the calendar year 1999. Where appropriate, 
we have provided trended information versus previous years. Please note that the results of this study 
should be viewed qualitatively since responses are from a variety of manufacturers and retailers and are 
unweighted. 



Trade Promotion Practices Highlights 



Spending Levels Up 

• Nearly 70% of surveyed manufacturers report a measurable increase in the total advertising and 
promotional budget allocated across trade promotion, consumer promotion and media advertising from 
the previous year. 

• Trade promotion spending in particular continues to increase among surveyed manufacturers, 
particularly among manufacturers of Food and General Merchandise/Non-Food products (60% of these 
manufacturers indicated increased spending). A significantly lower percentage of Health and Beauty 
Care manufacturers, however, indicated an increase in spending (21%). 

• The increase in trade promotion spending by manufacturers was recognized by retailers with 64% of 
surveyed retailers reporting that that the trade promotion dollars that they received from manufacturers in 
1 999 increased measurably from 1 998. 

• As a percentage of sales, participating manufacturers reported that trade promotion spending in 1999 
was on average 13% of sales. 

=>Despite a slight peak in spending in 1998 (up to 15% of sales), reported trade promotion 
spending as a percent of sales has remained extremely consistent over the past nine years of 
the ACNielsen Trade Promotion Practices study. 

=>lt is important to note, however, that for the past seven years, Health and Beauty Care 
companies have reported spending less on trade promotion (10% in 1999) than their Food (14%) 
and GM/Non-Food (17%) counterparts. 
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Satisfaction Regarding Spending Levels Differ 



• Among manufacturers: Approximately half of the sample of manufacturers report that their investment in 
trade promotion is a "Fair Value" (46%). This is down from 61% that perceived it to be a fair value last 
year In fact, the percentage of manufacturer respondents who perceive the value to be "poor" (24%) 

| reached an historical high in this year's study - doubling last year's result. 

1 * fT 9 retailers: Tne ma i° ritv of Participating retailers perceive that the share of trade promotion dollars 

| Sey^^a^nT 01 ' 8 ' 1 ' one " lhlrd ° f ^ ^ respondents re P° rted that tne am ™nt that 

f_ This result extends an interesting dynamic first noted in the 1999 version of the study Despite 

reported trade promotion spending increasing among surveyed manufacturers, the clear majority 
\ of retailers perceive the share of promotional dollars they receive to not be enough. 

Details on Areas of Trade Spending Correlate 

• Over 50% of manufacturers increased spending in pay for performance, market development funds and 
frequent shopper programs. The increase in spending in two of these areas (pay for performance and 
frequent shopper programs) was also acknowledged by retailers, with nearly 60% of retailers indicatino an 
increase in spending in both of these areas. 

• Overall, manufacturers and retailers showed general agreement on how trade promotion spendina 
increased .n 1999, relative to 1998. Specifically, perceptions were in alignment that pay for performance 
andjrequent shopper programs are the tools that received the greatest levels of increased spending in 

^Differences in perceptions are apparent in regards to the increases in trade spending for two of the tools 
A higher percentage of manufacturers reported increasing spending for market development funds and ' 
slotting allowances than retailers reported receiving. 

• The average number of weeks allowed for off-invoice promotion during 1999 among surveyed 
manufacturers was nearly 12 weeks. This time period represents a sharp decline from the 18 weeks on 
average reported in last year's study. In turn, retailers reported receiving funds for an off-invoice/trade 
promotion product for nearly nine weeks - as compared to the six weeks reported for 1998. 

Manufacturer and retailer perceptions regarding the time period associated with off-invoiceArade 
promotion funding although different, are in closer alignment than in previous studies. 
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Insights Summary (cont'd) 



Reasons for Trade Spending 

• While increasing sales volume was the main reason given by manufacturers for spending on trade 
promotions, 41% of large manufacturers cited increasing or maintaining market share as their primary 
reason. 

• Both manufacturers and retailers agreed on the impact of trade spending on brand loyalty. However, the 
extent to which they perceive the impact to be beneficial differs. Retailers are more enthusiastic in their 
evaluation of the impact of trade promotion spending on brand loyalty, with more than half of surveyed 
executives indicating that it "definitely helps." Manufacturers are more moderate in their evaluation, with 
the majority of their favorable perceptions sourced from "helps somewhaf response. Within 
manufacturing company types, a higher percentage of Food and HBC managers report that trade 
promotion has a positive impact on brand loyalty versus GM/Non-Food managers. 



Category Management Highlights 

• Overall, over three fourths of manufacturers indicated that influencing decisions on their categories, 
upiniii^iiiy Liieir iiem mix, creating positive relationships with retail«rs and ensuring category leadership 
were the reasons they practice category management. ■ " ' 

=»When they were asked what was the primary reason, Food and HBC manufacturers were in 

agreement that it was to influence decisions on their categories. 
=>GM/Non-Food companies, however, were more sales focused, with nearly half of respondents 

citing increased revenue as their primary reason for doing category management. 
^Surveyed retailers identified the ability to increase profitability of their organization as the most 

influential reason for practicing category management. 

• Over 80% of surveyed manufacturers and retailers include category business planning, shelf 
management and assortment planning activities within their category management process. 90% of 
surveyed retailers use promotional planning as part of their organization's category management 
process. 

• More than 33% of surveyed manufacturers and retailers plan to include Frequent Shopper programs and 
micro-management activities in their category management practices in the next 12 months. 



i 
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Insights Summary (cont'd) 
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I Frequent S hopper Programs Highlig hts 



. Over two-thirds of manufacturers (70%) report participating in frequent shopper programs while a similar 
percentage of surveyed retailers (63%) report offering a program that benefits frequent shoppeVs 

* thS-t.Z? o anUf n CtUrerS , a ? l6SS enthusiastic ab °ut the benefits of frequent shopper programs 
Ih^nnl S - 0vera "' manufacturin 9 executives reported that retailers benefit the most from frequent 

S„ P n h Pr09rarn f S ' ? Ven more 50 ^"consumers. The benefit to the manufacturer was rated the lowest 
feSly fhe same r6rS SUrveyed - Converse| y. re tailers indicate that that all three parties benefit 

* Study results confirm that retailers do not share their frequent shopper data with manufacturers Only 1 5% 
of manufacturers mdicate that retailers 'frequently" share data with them. No manufacturers report an 

SENSES? ""J ^ T*" ^ ^ ^ ReaSOnS ° ff ^ fo' not 

£S nf 9 J 1? ♦ 2 centered on privacy .ssues, questions regarding the benefits of such a relationship and 
lack of a structured or established sharing program. M 

" Sn,!p 0 n^hnnl?H S Il arin9 fre q u e nt ^.PPer information by retailers, 60% of manufacturers are not using 
frequent shopper data in everyday decision making. y 

* k^,&nSfw !" eta i lers P' ace on the abilit y to target key consumers through frequent shopper programs 
is substantiated by the strong percentage of surveyed retailers who report that they use the frequent 
shopper data to develop direct marketing programs to target individuals consumers based on purchase 

" co'ntinue" 13 "^ 301 ^ 6 ' 8 ^ retai ' erS Currently involved in frec l uent sho PP er Programs, nearly all plan to 

Critical Issues of Con cern to Manufacturers & Retailers 

Both manufacturers and retailers were asked to rate a number of critical issues facing the industry today. 

* Both manufacturers and retailers agreed that four issues were critical to their business today: 

=>Promotion Efficiency/Effectiveness 
=>Customer Loyalty/Retention 
^Understanding the Consumers 
=>Category Management 

* tn°lf=iiPnif ih 9ly ' 3 hiQ !i er P ercen t ta 9 e of bailers were concerned about other issues relevant specifically 

£ fig ??2 W6 H e 6,r manufa ? urer counterparts. Food Safety, Changing Store Formats aEd Making 
the Retailer a Brand were seen to be critical by more retailers than manufacturers. 9 

* re3s m0re manufacturers - the Abilitv t0 Market at Store Levels was identified as a key than among 

' !2,rn U a f S U , rerS ( 5? %) a K d r ! tailers agreed that tne number one issue tnat ™» increase in importance 
over the next 12 months will be the growth in Alternative Shopping Channels. The majority of both 

lo^rl UrerS and re l a,lerS felt that Promoti °n Effectiveness and Understanding the ConlumeS would 
also increase in importance over the next year. ■=>"■< >ei & wouiu 

^w^iEfl^. the ma j° r ' t y ° f r * tailers believed w '» increase over the next 12 months included 

Safety a^ecufty * ° f PriVat6 Labe '' Chan 9 in 9 Store Formats . and F °°d 

^m!.^?^ ° f , manu j a ?turers included New Product Introductions on the increase along with the 
Customer Loyalty and Retention. 
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How to Read Trade Promotion Practice Report 



, Section topic 



How To Read 



Indicates which industry results are^ 
presented on the page below 



. Manufacturer*fie*tellefc 



Manufacturer and retailer involvement with frequent shopper programs is in general alignment. Approximately two- 
thirds of manufacturers report participating in frequent shopper programs, while a similar percentage of surveyed 
retailers report offering a program that benefits frequent shoppers. 
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The presence of frequent shopper programs is consistent with previous results, but shows some indication of 
leveling off following measurable growth one year ago. 
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Trade Promotion Practices 



Trade Promotion as a Percent of Gross Dollar Sales 



Overall, participating manufacturers reported the that average of trade promotion spending as a percent of sales in 
1999 was 13%. The figure represents a return to typical levels following a modest historical high reported in the 
1999 version of the ACNielsen study. This spending accounts for approximately $73 billion in annual expenditure. 

Comparatively, HBC organizations report spending less on trade promotion in 1999 than their Food and GM/Non- 
Food counterparts. This is a seven-year trend. Company size (as defined by annual revenue) does not appear to 
impact trade promotion spending, as larger and smaller companies spent similar percentages of their sales on trade 
promotions during 1999. 
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I Trade Promotion as a Percent of Gross Dollar Sales (c ont'd) 

Despite a marginal decline from a historical high in 1998, reported trade promotion spending as a percent of sales 
P?LicesTtudy° n aVera9e ' 6Xtremely consistent over the Past nine years of the ACNielsen Trade Promotion 
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Trade Promotion Spending as a Percent of Gross Dollar Sales (cont'd) 



Trade promotion spending continues to increase among surveyed manufacturers. For the second consecutive year, 
nearly half of surveyed manufacturers report that their organization's total trade spending as a percent of gross 
dollar sales increased in 1999 compared to 1998 expenditures. 

Increased trade promotion spending was most prevalent among Food and GM/Non-Food companies. Conversely, a 
higher percentage of HBC executives reported. HBC executives reported that their organizations decreased trade 
promotion spending at a level nearly equal to the increases reported by Food and GM/Non-Food organizations. 
This finding is supported by the measurably lower level percentage of trade spending as a percent of gross dollar 
sales reported by HBC companies in this study. 
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Trade Promotion Impact 



^ y J e n U ' tS '"J 0316 l h8t manufacturers have mix ed perceptions regarding the value they receive from trade 
promotion spending. Approximately half of the sample of manufacturers report that their investment in trade 
promotion is a "Fair Value." Remaining respondents are split between "Excellent/Good" and "Poor." 
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In a slight divergence from the primarily consistent results reported in previous years, perceptions regarding the 
value received for trade promotion spending showed shifts. Notably, the percentage o manufacturer^3ents 
who percerve the value to be "poor reached an historical high for this study - doubling last year's result re$P ° ndentS 
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Trade Promotion Impact (cont'd) 



The majority of participating retailers perceive that the share of trade promotion dollars that they receive is not 
enough. Fewer than one-third of the study respondents reported that the amount that they receive is sufficient. 

This result extends an interesting dynamic first noted in the 1999 version of the study. Despite reported 
trade promotion spending increasing among surveyed manufacturers, the clear majority of retailers 
perceive the share of promotional dollars they receive to not be enough. 
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The overall assessment of the share of trade promotion dollars received by retailers has been consistent - "not 
enough." However, retailers surveyed for the most recent study are moderately more favorable in their evaluation. 
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Distribution of Marketing Dollars 



Nearly 70% of surveyed manufacturers report a measurable increase in the total advertising and promotional budget 
allocated to trade promotion, consumer promotion and media advertising from the previous year. 

Manufacturers 



1999 Perspective 



J Total 1 999 Advertising/Promotion Budget Allocated to 



Trade Promotion/Consumer Promotion/Media Advertising Compared to 1998 



Base Size 
Man: 90 




Percentage of respondents showing increases in the allocation of the total advertising and promotion budget show 
little differences by company type or size, with all participating organizations reporting marked increases from the 
previous year. 
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Distribution of Marketing Dollars (cont'd) 



For each of the three areas of marketing spending (trade, consumer, and advertising) between 50 to 60 % of 
respondents stated that their spending had increased year over year. A higher percentage of participating Food 
companies reported increased spending towards trade and consumer promotion, while a higher percentage of HBC 
organizations directed increased spending towards consumer promotion and media advertising. 
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Source of Promotional Dollars 



Surveyed retailers report that that their 1999 promotion dollars increased measurably from 1998 This result 
direct alignment with the increased spending reported by manufacturers during the same time period. 
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Over half of retailer respondents indicated that the overall increase noted in promotional dollars available to 
surveyed retailers was sourced by increases in manufacturer and coop funds. Notably however, at the same time 
over 20 /o of retailer executives report a decline in the availability of manufacturer funds. 
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How Trade Promotion Expenditures are Allocated 

Participating manufacturers report using a wide-range of promotional tools to support the sales effort. Over 50% of 
manufacturers increased spending in pay for performance, market development funds, and frequent shopper 
programs. 
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How Trade Promotion Expenditures are Allocated (cont'd ) 

The increase spending among manufacturers for pay for performance and frequent shopper proqrams was 
recognized by retailers, with nearly 60% of retailers indicating an increase in spending for both 
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How Trade Promotion Expenditures are Allocated (cont'd) 



Manufacturers and retailers show general agreement on how trade promotion spending was increased, relative to 
1998. Specifically, perceptions were in alignment that pay for performance and frequent shopper programs are the 
tools that received the greatest levels of increased spending in 1999. 

Differences in perceptions are apparent in regards to the increases in trade spending for two of the tools. 
Manufacturers report higher levels of increased spending allocation towards market development funds and slotting 
allowances than retailers report receiving. 
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Off-lnvoice/T rade Promotion - Number of Weeks Allow ed 

Manufacturer and retailer perceptions regarding the time period associated with off-invoice/trade promotion 
funding differ, but are in closer alignment than in previous studies. The average number of weeks allowed for 
off-invoice promotion during 1999 among surveyed manufacturers was nearly 12 weeks. This time period 
represents a sharp decline from the 18 weeks on average reported in last year's study. In turn, retailers reported 
receiving funds for an off-.nvoice/trade promotion product for nearly nine weeks - as compared to the six weeks 
reported for 1 998. 
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^L7^ni a T e ^^ ? M/Non - Food and lar 9er companies on average run off-invoice/trade promotions 
twice as long as Health & Beauty manufacturers. 
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Trade Promotion Contracts 



More than twice the number of Retailers reported using annual trade promotion agreements compared to those 
manufacturers surveyed. 



^w^J Incidence of Annual Trade Promotion Agreements/Contracts 




75% 




M snufsct u re rs 



BaseS 
Man: 


iize 
90 


nt*u 





Compared to last year, manufacturer participation in annual trade promotion agreements or contracts remained 
constant. Retailer participation was down compared to last year (limited sample size may be impacting this trend) 
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New Product Introduction 

Mnl U ?h° tUr ri an , d retaile I S had Simi ' ar P erce P tions yarding the number of new product introductions in 1999 

o^r^ a l°* res r? ntS re P° rt the number of new products increased in 1999 as coCare^to 

quarter cla.m the number decreased and the balance believe that the number of new products J^JSS^ 
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Across manufacturers, perceptions differ regarding new product activity in 1999 compared to 1998. 

A higher percentage of participating HBC companies and manufacturers with sales less than $1 billion r*nn« 
increases in new product introductions in 1999 (over 1998). report 
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New Product Introduction (cont'd) 



As in previous years, nearly all retailers claim to have charged a slotting allowance for new product introductions. 



Retailers 

Incidence of Charging 
Slotting Allowances for New Product Introductions 
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New Product Introduction (cont'd) 



Less than 10% of manufacturers and retailers in 1999 received or charged a failure fee for products that did not to 
meet specified sales levels. 

Incidence of Being Charged/Charging Failure Fee for New 
Products Failing to Meet Specified Sales Levels 
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The practice of being charged failure fee continues to be a common practice. 



Copyright 2000 ACNielsen 



31 



Trade Promotion Spending 



Increasing sales volume was the main reason given for trade promotion spending by 53% of surveyed 
manufacturers. 

Reasons cited by a much smaller percentage of manufacturers were: increasing market share, maintaining current 
volume/share, building brand loyalty, generating retailer goodwill, increasing profits and improving competitive 
position. 
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While increasing sales volume was the main reason given by manufacturers for spending on trade promotions, 41% 
of large manufacturers cited increasing or maintaining market share as their primary reason. 



Current Perspective 
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Trade Promotion Spending (cont'd) 

Surveyed retailers report a wide-range of reasons for participating in promotions. 

?Z7*JTl S We ? identl ' fied l 38 thS main motiva tors. Almost all retailers reported that increasing store sales 

3 near ' y Un,V6 ? al , rea$0n - 0ther im P° rtant reasons ^ntioned by a largTpercentaqe of retaNers 
.ncluded .nducing consumer loyalty and purchase frequency and being able to increase storeSc 
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Responsibility for Managing the Trade Promotion Budget 



Customer/Trade Marketing Departments and senior sales management continue to be increasingly responsible for 
management of the trade promotion budget. During the initial waves of the ACNielsen study, brand management 
was the controlling unit of the trade promotion budget. The emerging role of Customer/Trade Marketing 
Departments and senior sales management was noted three years ago and appears to be on a path to continued 
growing responsibility in the future. 



The growing reliance on Customer/Trade Marketing department responsibility is most prevalent among Food and 
HBC companies. 
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Customer/Trade Marketing Department 



The majority of surveyed manufacturers report the presence of Customer/Trade Marketing Departments within their 
organizations - particularly HBC and Food companies. 

Results suggest that the recent growth of CustomeryTrade Marketing Departments within manufacturing companies 
may have leveled off following several years of increasing emergence. 



Current Perspective 
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Trend Perspective 
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Customer/Trade Marketing Department Reporting Structure 

The Customer/T rade Marketing Department most often reports to sales -- regardless of company type. 



Current Perspective 
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Customer/T rade Marketing Department Background 

Executives working within the Customer/Trade Marketing Departments have diversified employment experience 
flS Jr ° U '! ' n w nearty universal for Customer/Trade Marketing employees. Marketing experience is the 
second most common, followed by merchandising and finance. 
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Customer/Trade Marketing Department/Field Sales Organization 

Surveyed manufacturers report that the functions preformed by the Customer/! rade Marketing Department and 
Field Sales Organization are primarily similar, with a few exceptions. The primary responsibilities of each of the 
departments include controlling the trade promotion budget, performing evaluations and managing category 
management initiatives. 

However, twice as many surveyed executives indicated that the Field Sales Organization bears responsibility for 
managing retail alliance relationships versus the Customer/Trade Marketing Department. 



Current Perspective 
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I Trade Promotion Impact on Brand Loyalty 



Overall assessment of the impact of trade spending on brand loyalty is favorable among both manufacturers and 
retailers. However, the extent to which they perceive the impact to be beneficial differs. Retailers are more 
enthusiastic in their evaluation of the impact of trade promotion spending on brand loyalty, with more than half of 
surveyed executives indicating that it "definitely helps." Manufacturers are more moderate in their evaluation with 
the majority of their favorable perceptions sourced from "helps somewhat" response. 



Current Perspective 
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Within manufacturing company types, a higher percentage of Food and HBC managers report that trade promotion 
has a positive impact on brand loyalty. 



Current Perspective 
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Category Management 



Surveyed manufacturers and retailers provided a comprehensive list of reasons for practicing category 
management. 

Among manufacturers several reasons for practicing category management were reported at equal levels - the 
ability to influence decisions on their categories, optimization of the item mix, creation of positive relationships with 
retailers, and to ensure category leadership. Reasons for practicing category management were constant across 
company types, although HBC executives were less motivated by the opportunity to create positive relationships 
with retailers than their counterparts. 

Retailers report practicing category management for a central reason -- to increase profitability. Additional influential 
reasons include the ability to optimize the item mix, increase revenue, increase basket size and identify new 
opportunities. 
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Current Perspective 
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Category Management (cont'd) 

Overall, a higher percentage of manufacturers identified the ability to influence decisions on their category as the 
most important reason category management is practiced within their organization. However, more GM/Non-Food 
companies offered a different primary reason for practicing category management -- to increase revenue. 

Surveyed retailers identified the ability to increase profitability of their organization as the most influential reason for 
practicing category management. 



Current Perspective 
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Category Management (cont'd) 



Surveyed retailers and manufacturers report using a variety of category management tools at high, and similar, 
levels. 

Specifically, over 80% of surveyed manufacturers include category business planning, shelf management and 
assortment planning activities within their category management process. In turn, more than 80% of retailers 
sun/eyed report using assortment and promotional planning, category business planning and shelf management as 
part of their organization's category management process. 
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Category Management (cont'd) 



Inclusion of category business planning, shelf management and assortment planning in the category manaqement 
process is strong among manufacturing companies of all types. 

A higher percentage of HBC and GM/Non-Food companies report using assortment planning than surveyed Food 
companies. In turn, more Food and HBC companies include micro-management activities and frequent shopper 
programs as category management tools than do GM/Non-Food organizations 



Current Perspective 
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Category Management (cont'd) 



Over 33% of surveyed manufacturers and retailers plan to include Frequent Shopper programs and micro- 
management activities in their category management practices in the next 12 months. 
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Category Management (cont'd) 

The Customer/Trade Marketing Department was cited most often by manufacturers as being responsible for 
implementing category management. Senior sales management is also active in the process, with several other 
departments involved to much lesser degrees. 
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Category Management (cont'd) 



Nearly all surveyed manufacturers indicate that they currently have alliances with retailers as category captains 
However, results suggest a slight shift among manufacturers to category captain relationships with many retailers - 
rather than relationships with only a few retailers. 
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Overall a higher percentage of surveyed retailers report a growing level of category captain relationships than did 
respondents last year. 
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Category Management (cont'd) 



High levels of manufacturer involvement as category captain appears to be driven by the favorable value they 
associate with the practice. Nearly all manufacturers report that the value they receive as category captains is 
beneficial. 
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Frequent Shopper Programs 



^Manufacturer i&' 



Frequent Shopper Programs 



Manufacturer and retailer involvement with frequent shopper programs is in general alignment. Approximately two- 
thirds of manufacturers report participating in frequent shopper programs, while a similar percentage of surveyed 
retailers report offering a program that benefits frequent shoppers. 
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The presence of frequent shopper programs is down slightly among manufacturers and retailers versus a hiah in 
1999. y 



Trend Perspective 
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Frequent Shopper Programs (cont'd) 



The perceived benefits derived from frequent shopper program participation varies between manufacturers and 
retailers. 

The primary reasons reported by surveyed manufacturers include better use of trade funds, ability to target key 
consumers and to increase brand sales. Half of manufacturers claim that they participate in frequent shopper 
programs because they are required to do so by retailers - a reactive reason that indicates that manufacturers may 
realize lesser benefits from frequent shopper programs than their retailer counterparts. 

Surveyed retailers identify several key reasons for participating in frequent shopper programs. Perceptions are 
particularly strong that frequent shopper programs build consumer loyalty. Additional reasons include the 
opportunity to gather consumer information, to target consumers and to reward consumers. 
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Frequent Shopper Programs (cont'd) 

The perceived benefit of frequent shopper programs differs. Overall, surveyed retailers perceive that frequent 
shopper programs are more beneficial than manufacturers. 

Manufacturing executives report that retailers benefit the most from frequent shopper programs, even more so than 
consumers. Conversely, retailers indicate that that all three parties benefit relatively the same. 

Notably, manufacturers and retailers assess frequent shopper programs to benefit manufacturers the least 
- a finding consistent over the previous waves of the ACNielsen study. 
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Frequent Shopper Programs (cont'd) 

Manufacturers and retailers on average agree that frequent shopper programs yielded higher returns in the past 
year than did other more traditional programs. However, retailers have a higher degree of agreement than 
manufacturers do regarding the effectiveness of frequent shopper programs over traditional programs. 
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Frequent Shopper Programs (cont'd) 



Study results confirm that retailers do not share their frequent shopper data with manufacturers. Only 15% of 
manufacturers indicate that retailers "frequently" share data with them. No manufacturers report an existina 
relationship with a retailer that "always" shares frequent shopper data. 

Manufacturers and retailers agree on this point since four in 10 retailers report that they are not currently sharing 
frequent shopper data with any manufacturers - a figure double that reported during the 1999 study Amonq 
retailers who do share the information, the practice is limited to relationships with a few select manufacturers 
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Frequent Shopper Programs (cont'd) 



Ihnnni 7f f h °P 6 ' q . ° f SUfVeyed retailers report havin 9 a formal P ro 9ram in place to share frequent 
shopper data with informat.on partners. Reasons offered for not sharing information centered on privacy issues 
questions regarding the benefits of such a relationship and lack of a structured or established sharing p Jogram 
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Frequent Shopper Programs (cont'd) 

Due to the lack of sharing frequent shopper information by retailers, 60% of manufacturers are not using frequent 
shopper data in everyday decision making. 

Retailers are more likely to use the data than their manufacturer counterparts, but the utilization of information for 
everyday decisions is sporadic - most likely "occasionally". 
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Frequent Shopper Programs (cont'd) 



InLLT? w k I f P 306 ° n thS ab " ,ty t0 target key consur "ers through frequent shopper programs is 
substantiated by the strong percentage of surveyed retailers who report that they use the frequent shopper data to 
develop direct marketing programs to target individuals consumers based on purchase habits 



Trend Perspective 
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Frequent Shopper Programs (cont'd) 



Most surveyed manufacturers who participate in frequent shopper programs fund them from the trade promotion 
budget. 

Within manufacturing company type, a higher percentage of GM/Non-Food and larger organizations fund their 
frequent shopper programs from both the trade and consumer budgets. 



Current Perspective 



Manufacturers 
Source of Frequent Shopper Program Funds 



Manufacturers 




Food 
HBC 
GM/Non-Food 



<$1 Billion 
$1 Billion+ 



19% 




100% 



■ Consumer Promotion Budget 

■ Trade Promotion Budget 

□ Consumer AND Trade Promotion Budget 



Base Siz 
Man: 


fi 

62 


Food: 


39 


HBC: 


16 


GM/NF: 


8 


<1$ Bill: 


34 


1 Bill+: 


28 



J 

H 

I 
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Frequent Shopper Programs (cont'd) 

nrS^^ 8 ?"; 6 ' 8 8nd retail6rS r6p0rt different P erce P« ons in ^ards to whether the frequent shopper money 
prov.ded by manufacturers was incremental to or a replacement of traditional programs differed slightly. 

^Sr^L^l aCtUrer f Wh ° part , ici P ate in fre 9 uerrt sh °PPer Programs indicate that the funds provided to 
retailers are most often or always a replacement to the funds provided for traditional programs. Retailers aoree that 

SlhTZ 15 m ° St ° ften ! r 1 e f ,acement t0 traditi ° nal funds > but a hi 9 her P ercenta 9* oi retailers bel^SS^SS 
of the money is incremental to traditional funds than do manufacturers. 



Current Perspective 



Frequent Shopper Program Money Provided 
Is Incremental to or Replacement to Money 
Provided for Traditional Promotional Programs 



Reason 


Manufacturers 

% 


Retailers 

% 


Incremental 


3 


13 


Replacement 


61 


22 


Both but Most Often Incremental 


8 


13 


Both but Most Often Replacement 


27 


48 



Base Size 
Man: 62 
Ret 25 
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!: Manufacturer & Betaller : 



Frequent Shopper Programs (cont'd) 



Overall, the majority of the manufacturers and retailers who participated in this study perceive frequent shopper 
programs as only one of many tools used to successfully implement category management. 



Current Perspective 



Relationship Between Frequent Shopper 
Programs and Category Management 



Manufacturers 



% 



Retailers 

% 



Frequent Shopper Program Integral 
Part of Category Management 

Frequent Shopper Program One of 
Many Mechanism to Implement 
Category Management 

Frequent Shopper Program and Category 
Management Not Related At All 



74 



12 



76 




Base Size 
Man: 62 
Ret 25 



Within manufacturers, company size had a measurable influence on the perception of the relationship between 
frequent shopper programs and category management. 

A slightly higher percentage of manufacturer executives from larger companies (as defined by annual sales 
revenue) perceive frequent shopper programs as part of the category management process than do smaller 
companies. However, a greater percentage of participating small company executives perceive that frequent 
shopper programs and the category management process are not related at all. 



Manufacturers 

^u^pj^^\ Relationship Between Frequent Shopper Programs 



and Category Management - by Company Size 





<$ 1 Billion 


$ 1 Billion + 




% 


% 


Frequent Shopper Program Integral 
Part of Category Management 


6 


7 


Frequent Shopper Program One of 
Many Mechanism to Implement 
Category Management 


68 


82 


Frequent Shopper Program and Category 
Management Not Related At All 


21 


11 



Base Size 
<$1Bill: 34 
$1 Bifl+: 26 
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Frequent Shopper Programs (cont'd) 

Surveyed manufacturers who do not currently participate in frequent shopper programs report a variety of problems 
associated with these programs. 

Although manufacturers report that retailers and consumers benefit from the programs, the lack of ability to analyze 
the data, combined with potential inaccuracies in the information, limit its usefulness to manufacturers. 



Current Perspective 



Manufacturers 

Problems with Frequent Shopper Programs 
(Sample of Open End Responses) 



• Not enough is done with the information once it is collected 

• Long-term trends are not available, or not reliable 

• Cost 

• Cost versus benefits does not warrant participation 

• Handling fees are too great 

• Pricing information is not reliable 

• Retailers benefit, but we do not 

• The only group that reaps a benefit are consumers 

• Lack of an established industry standard 

• Costs are added, but we see little in the way of return 

• Our company has no resources available to commit to management or analysis of the information 

• Everyone is doing them - but to what end? 

• Benchmarks do not exists, so comparing information is misleading 

• Understanding the meaning behind the data is difficult and time consuming 
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Frequent Shopper Programs (cont'd) 



The small number of retailers who do not currently offer frequent shopper programs identified several central 
implantation barriers. The resources and efforts required to get the program started, preference for other 
promotional tools, and need for ongoing maintenance were all mentioned by similar numbers of retailers. 



Retailers 

Offer 

cur^ Pe^e \ Frequent Shopper Programs 




Base Size 
Ret: 40 



. Retailers 

Current Perspective I 

— J Reasons for Not Offering a Frequent Shopper Program 



Too much trouble to get started 


33% 


Am looking to do one in the future 


31% 


Am using better promotional alternatives 


27% 


Haven't gotten around to it yet 


10% 


Requires to much on-going maintenance 


8% 


No competitors in my area offer one 


4% 
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I 
I 

I 

I 

L 



Frequent Shopper Programs (cont'd) 

in thTn\ C S,rp h ° haVS ^ 10 3d0Pt 8 freQUent Sh ° Pper Pr0gram are mixed on likelihood of implement, 



ing one 



nfwlol 0 m c anu lf tu K re , rs not c , urrent| y involv ed in a program, claimed to be planning to participate in one within the 
appropn' te. ***** * C ° mPanieS ' fr6qUent Sh ° PP6r pr ° 9ramS are not P erceived » ^teZcV 



or 



Current Perspective 



J Manufacturers 



Participate In 
Frequent Shopper Programs 



Manufacturer s 

Planning to Participate in a Frequent 
Shopper Program Next 12 Months 





Current Perspective 



Manufacturer s 

Reasons for Not Participating in a Frequent Shopper Program 
(Sample of Open-End Responses) 



• No program are in place and there are no plans on the board 

• Too expensive to implement at this time 

• Too much ground to cover if we introduce a program at this late 
date 

• Company is allocating resources to other, potentially more 
profitable programs 

• Cachet of frequent shopper programs are wearing off. Consumer 
interest is waning due to industry saturation 
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^ Manufacturer & Retailer, . 

J -i:i\ : %-. v -'Results! k V'f'V 



Frequent Shopper Programs (cont'd) 



Among manufacturers and retailers currently involved in frequent shopper programs, nearly all plan to continue. 



Current Perspective 



Plan to Continue Participate In/Offer 
Frequent Shopper Program 

Manufacturers Retailers 





Base Size 
Man: 62 
Ret 25 



Trend Perspective 



Plan to Continue Participate In/Offer 
Frequent Shopper Programs 



95%^> 98% 


95%/ 


100% 


100% 

— ■ 


92% ^^^♦""^ 








1998 1999 2000 
Manufacturers 


1998 


1999 

Retailers 


2000 



J 
.1 
I 

I 

I 

J 
1 
I 
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Critical Issues 



Surveyed manufacturers and retailers reported a wide range of issues impacting their respective industries. 



Summary of Most Critical Emerging Issues 



Manufacturers 

• Promotion Efficiency/Effectiveness 

• Category Management 

• New Product Introduction Implementation 

• Understanding the Consumer 

• Variety and Assortment 



Man: 90 



Retailers 

Category Management 

Promotion Efficiency and Effectiveness 
New Product Introduction and Implementation 
Variety and Assortment 
Customer Loyalty/Retention 
Food Safety/Security 
Space Management 



Ret 40 
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Critical Issues 



Although, promotion efficiency/effectiveness and category management were mentioned most often by both 
manufacturers and retailers, differences across the two groups emerged. Retailers are more concerned than 
manufacturers in regards to issues more relevant to their business - food safety, changing store formats and 
making the retailer a brand. The ability to market at store levels was perceived to be more of an issue by 
manufacturers. 



Current Perspective 



Critical Issues 
Key Issues Faced in Today's Market - 2000 





% Recoanize as Critical Issue 


Issue 


Manufacturers 


Retailers 


M m -m m A ■ ^M. Pill A.! • » 

Promotion Efficiency/Effectiveness 


98 


95 


Category Management 


96 


95 


New rroouct mtroauctions/lmplementation 


94 


93 


understanding tne consumer 


93 


80 


vaneiy/Assortment 


90 


85 


i raae ranners/venaor neiationsntp 


Or 


oo 


Space Management 


84 


93 


Customer Loyalty/Retention 


84 


95 


Private Label 


76 


88 


Frequent Shopper/Loyalty Programs 


70 


78 


Alternative Shopping Channels 


68 


68 


Efficient Consumer Response 


59 


53 


Manufacturers Marketing at Store Levels 


56 


40 


Internalization of Retailers 


53 


18 


Changing Store Formats 


49 


73 


Food Safety/Security 


41 


68 


Industry Category Definitions 


40 


43 


Making the Retailer a Brand 


38 


65 


Home Meal Replacement 


36 


53 


Year 2000 


14 


33 



fiassJ 
Man: 


2iZB 
90 


Ret 


40 
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f " \ Results 



Critical Issues (cont'd) 



Manufacturers and retailers were then asked to rate each of these issues on importance. Manufacturers assessed 
promotion effectiveness, understanding the consumer, new product introductions, customer loyalty/retention, trade 
partner relationship and category management to be the most important of the emerging issues. 

In turn, retailers identified promotion efficiency/effectiveness, variety/assortment, customer loyalty, understanding 
the consumer, food safety, private label and category management to be the most important. 



Current Perspective 



Manufacturers 
Most Important Critical Issues 



i 



Issue 

Promotion Efficiency/Effectiveness 

Understanding Consumer 

New Product Introductions/Implementation 

Customer Loyalty/Retention 

Trade Partners/Vendor Relationship 

Category Management 



Importance 
3.6 
3.6 
3.6 
3.5 
3.3 
3.2 



Man: 90 



Current Perspective I " 

— __J Most Important Critical Issues 



Issue 


Importance 


Promotion Efficiency/Effectiveness 


3.7 


Variety and Assortment 


3.6 


Customer Loyalty/Retention 


3.6 


Understanding Consumer 


3.6 


Food Safety/Security 


3.5 


Private Label 


3.5 


Category Management 


3.5 



Base Size 
Ret: 40 



Issues rated on a 4 point scale: 4 = Extremely Important/3* Important/2* Somewhat Important/1 =Not at all Important 
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Critical Issues (cont'd) 



Looking ahead over the next 12 months, over 80% of manufacturers feel that alternative shopping channels will 
increase in importance. Other issues are cited in the chart below. These results are in alignment with those 
identified in the 1999 study, indicating that manufacturers perceive these issues to be of long-term 
importance. 

Retailers agree with manufacturers on this point since, nearly all surveyed retailers perceive that alternative 
shopping channels will continue to increase in importance during the next year. Other issues of concern for retailers 
over the next 12 months include making the retailer a brand, promotion efficiency, growth of private label, 
understanding the consumer, changing store formats and food safety. 



Current Perspective 



Current Perspective 



Manufacturers 
Percent Reporting Issue Will Increase 
in Importance Next 12 Months 



Issue 


% 


Alternative Shopping Channels 


82 


Promotion Efficiency and Effectiveness 


68 


New Product Introduction/Implementation 


60 


Understanding Consumer 


56 


Customer Loyalty/Retention 


53 


Retailers 

Percent Reporting Issue Will Increase 
in Importance Next 12 Months 


Issue 


% 


Alternative Shopping Channels 


92 


Making the Retailer a Brand 


70 


Promotion Efficiency and Effectiveness 


69 


Private Label 


63 


Understanding Consumer 


62 


Changing Store Formats 


58 


Food Safety/Security 


54 



Base Size 
Man: 90 



Ret: 40 
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Addendum 



ACNielsen Marketing Research 

10 th ANNUAL TRADE PROMOTION PRACTICES 
AND EMERGING ISSUES 

SURVEY OF MANUFACTURERS 



I AH Individual respondent answers to this survey will be held strictly confidential. 
Please complete the questionnaire before August 3 and keep it in an 
I! accessible location in your office* 

A representative from C/J Research wiii call during the four week period from August 3 to September 8. 
During the telephone interview, you may simply read your answers 
to the executive interviewer. 



Copyright 2000 ACNielsen 



ACNielsen would like to learn more about your marketing and trade promotion practices. The first couple of questions 
relate to the level and type of trade promotion spending your company has done over the past few years. 

1. Please indicate if your company's total 1999 advertising and promotion budget allocated to trade 
promotion, consumer promotion and media advertising increased, decreased or remained the same from 
the calendar year 1998? 





: ^s c^^ar^ to 1 998P^v;>^ 


Trade promotion spending 


□ Increased 


□ Decreased 


□ Remained the same 


Consumer promotion spending 


□ Increased 


□ Decreased 


□ Remained the same 


Media advertising spending 


□ Increased 


□ Decreased 


□ Remained the same 


Total Budget 


□ Increased 


□ Decreased 


□ Remained the same 



The next few questions address your company's trade promotion spending. 

2A. Many companies measure their trade spending as a percent of gross dollar sales. What percent of your 
company's sales did your total trade spending represent during calendar 1999? (Record under Q2A below) 

2B. Did your total trade spending as a percent of gross dollar sales increase as a percent of gross dollar sales, 
decrease as a percent of gross dollar sales, or remain the same when compared to calendar vear 1998? 
(Record under Q2B below) 



My company's trade promotion 
spending (only) as a percent of 
gross dollar sales was: 






% 

1999 


□ increased □ Decreased □ Remained 

the same 



2C. Which of the following objectives best summarizes the main reason your company spends on trade 
promotion? (Please "X" one answer) 



iD To obtain retailer goodwill 

3D To increase market share 

sD To increase profits 

?D Build brand loyalty/consumer franchise 



2D To increase sales volume 

aD To maintain current volume/share 

eD Improve competitive position with key account 

eD Other (Please Specify): 



2D. What kind of value do you feel you are getting for the trade promotion dollars your company spends? 
(Please "X" one answer) 



Excellent Value 
iD Poor Value 



3D Good Value 

xD Don't Know/Not Sure 



zO Fair Value 



2E. Which of the following best describes your opinion regarding the impact of trade promotion on 
establishing brand loyalty? (Please "X" one answer) 

sD Definitely helps establish brand loyalty <D Somewhat helps establish brand loyalty 
3D Has no impact 2 D Somewhat hurts establish brand loyalty 

1 □ Definitely hurts establish brand loyalty xD Don't Know/Not Sure 

3. Listed below are various components of trade promotion spending. Please indicate for each component if 
!" Ifll' trade P romotion d o»ars you allocated increased, decreased or remained the same as compared 
to 1998. Please use the scale below: 



I = Increased 



D = Decreased 



S - Remained the same 









Increase, Decrease, or 
Remain the Same 


Off-invoice allowances (i.e. all cents-off offers to the trade reflected on a unit basis not including 
those promotional dollars for Frequent Shopper proqrams 




Frequent Shopper Programs (i.e. participation in cents off offers in the retailers Frequent Shopper 
Ad Program) KK 




Bill-back ^d^e^is'Ho aiiQ»»#«ir»^*a^ /! ^ ■ i ^ * , ... . . 

rf " ~[~ "7 ^ - Ul,anvww v c * «» icoiuits au, uiudduct5>i uu-up, ioio ana circular expenses 
that the trade bills back on a unit basis after performance) 


i 


Bill-back display allowances (i.e. all merchandising and display expenses that the trade bills back 
on a unit basis after performance) 




Accrual programs (i.e. all advertising, merchandising, and display programs which generate 
specific funds based on historical unit sales. These funds are spent aqainst future performance ) 




Market development funds (i.e. all feature, roto, merchandising, retailer TV advertising, and 
display programs which do not appear on invoices - also known as "street money") 




Slotting allowances (i.e. expenses required for slotting new products into trade warehouses and 
on individual store shelves - includes payments made by free goods but not introductory cents/unit 
allowances.) 




Pay for performance promotions (i.e. all payments for merchandising and displays generated by 
the trade based on a performance [product sales movementl basis) (Scandowns) 




Coupon ad handling fees (i.e. all payments for handling costs charged by the retailer trade to run 
a coupon ad promotion in their ad roto/flver) 




Other (please specify any other trade expense not covered above - i.e. fixed funds other free 
goods programs, buy one/get one free, etc.) 





* Excluding terms such as 2% 10 net 30 Spending ' " — " 1 — 

Does your company sign annual trade promotion agreements or contracts with a retailer? 

lD Yes zDNo xD Don't Know/Not Sure 



Following are some questions specifically regarding new product introductions, retailer slotting allowances and 
off-invoice promotions. 

5A. In 1999, did the number of new products that your company introduced increase, decrease or remain 
unchanged from 1998? (Please "X" only one that applies) 

iD Increased 2O Decreased 3D Unchanged xO Don't Know/Not Sure 

5B. During 1999, was your company charged a failure fee (or penalty fee) by a retailer for new products that 
did not meet the specified or promised sales in a given time frame? 

1 □ Yes 2D No xD Don't Know/Not Sure 

6. On average, over the 12 months of 1999, how many weeks did your company's off-invoice trade 
promotions run? 

^•:pf<^qftj^ 



Average number of weeks for off-invoice/trade promotion^ 



7. 



8. 



Is your company currently participating in any Frequent Shopper programs? 

i □ Yes -» continue with Q8 2 Q No -> Skip to Q16A xD Don't Know/Not Sure -> Skip to Q16A 

Since you are currently participating in a Frequent Shopper program, on a scale of 1 to 5, with "5" beina 
Extremely Beneficial and "1 » being Not At All Beneficial, please ?ate the benefit of your Frequent Shoppe? 
program participation to the following audiences. «Hu*ni onopper 

Please circle the number that most closely expresses your opinion. 





^' Beneflfe?ai*£l$ 








i Beneficial 


Opinion;: 


To your customers 




..4 


3 


2 


1 


X 


To you, the manufacturer 


5 


..4... 


3 


2 


1 


X 


To your retailer accounts 


5 


..4 


3 


2 


1 


X 



9A " the^st r bVlotr aj ° r reaS ° nS y ° U partic| P ate in Sequent Shopper programs? (Please "X" all that apply from 

9B " ^nlllL? 3 ^"^* 3 !,^^^! 6 marked wlth " X "' please rank the to P 3 reasons th a* aPPly *o Your company by 
md.cat.ng 1, 2 or 3 (1=highest and 3=lowest) in the space provided alongside the reasons V 

I □ Required to by retailer 2 D New way t0 do trade programs 

3 Q Receive information on key consumers 4 D To increase brand sales 

*□ Reward consumers through rebates 6 D Consumer interest 

Reaction to competition „□ To increase Drand loyalty 

BDBetter use of trade funds Able t0 target key consumers 

II DBring in new consumers to our brand franchise We like to innovate 

nUOther (Please Specify) 

1 0A. Is the money provided to retailers for Frequent Shopper programs allocated from the Consumer 
Promotion Budget or the Trade Promotion Budget? 

1 □ Consumer Promotion Budget zU Trade Promotion Budget 

3 ° Both xD Don't Know/Not Sure 

1 0B. Is the money provided to retailers for Frequent Shopper programs incremental to OR a replacement to the 
money prov.ded to retailers for traditional promotion programs? (Please "X" only one that applies) 

iD Incremental 
zD Replacement 

3O Both, but is incremental most often across all retailers 
aD Both, but is a replacement most often across all retailers 
xD Don't Know/Not Sure 



In the past year, do you agree or disagree that your spending on Frequent Shopper programs has 
generated higher returns than your spending on traditional promotion programs (features! displays, 
TPRs, etc.)? (Circle one that applies most) 



||jGb^jete)y^ 






'-. *;. ; .ri • Neither^. : : 






'-''Agree-' 






Agree Uor.i, \ y C; 
V ; -:;;> Disagree ' 




'^Completely^ls 

'^■'''bisaqree>?: ?: ' 


7 


6 


5 


4 3 


2 


1 



How often have retailers been willing to share their Frequent Shopper data with your organization? 
(Circle one that applies most) 



W^fm^^/y^-'-- m'f^S :>r -'r: .»■< n X^r^fr?' fc? Don't Know/ a. 
:2v'vKV'- .: Always.:^ v"- - ; Frequently , Occasionally: Never - Not <5uii > > 


4 


3 


2 


.... 1 


X 



How often do you use available Frequent Shopper data in your everyday decision-making such 
pricing, etc.? (Circle one that applies most) 



as 



> Always Frequently ' : Occasionally^' :' ; l'NeveV^n?^ i;; ^vNot Siiw^. ; '% : 


4 


3 


2 


1 





Which of the following statements best describes the relationship between Frequent Shopper Droarams 
and Category Management? (Please "X" only one statement that most reflects your opinion) 

1 □ Frequent Shopper programs are an integral part of the Category Management process 
iU Frequent Shopper programs are only one of the many mechanisms to implement the Category 
Management process 

sO Frequent Shopper programs and the Category Management process are not related at all 
xD Don't Know/Not Sure 

Does your company plan to continue participating in Frequent Shopper programs through the next twelve 
months? 



iD Yes 



zU No 



xD Don't Know/Not Sure 



What, if any, do you see are the problems with Frequent Shopper programs today? (Please record vour 
answer in detail on the space below) ' 



The following questions are for manufacturers who do not currently participate in a Frequent Shopper program. 

1 6A. Although you currently do not participate in a Frequent Shopper program, are you planning on 
participating in one within the next 12 months? 

iD Yes -» swptoQi7 2 D A/o-» continue xD Don't Know/Not Sure -+ Continue 

1 6B. Please explain why you do not plan to participate in a Frequent Shopper program over the next 12 
months. (Please be as specific as possible) 



P- 

» 




I 1 7 " budget? JpiTa P se n ^X^^S^" 1 "* reSP ° nSibi ' ity f ° r establishin 9 and managing the trade promotion 

I iCl Brand Management 2 Q senior Sales Management 

| 3D Promotion Planning Department 4 Q Regional Marketing Team 

' sD Customer/T rade Marketing Department 6 Q Key Account Manager 

?□ Undefined Responsibility 8 D Broker 

9O Other (Please Specify): 



18. 



♦«°fht y .° U [ C ? mpa !? y ., ha \ e a P UStomer/1 " rade Marketin 9 department - that is, a group of people dedicated 
to the task of marketing to the trade? k"wu'wwu 

id V8S -* Continue with Q19 2 D A/o -» Skip to Q21A xD Don't Know/Not Sure -» Skip to Q21A 

19. To whom does this Customer/Trade Marketing department/staff report? 

iD Marketing zD Sales 3 D other (Please Specify): 



j 20A. Which of the following functions does your Customer/Trade Marketing department/staff perform? 

i (riease x all that apply) 

f n Performing evaluations 2 Q Controlling the trade promotion hnHgot 

L 3 ^ Controlling the consum er promotion budget aD Managing profit/loss 

f sD Managing category management initiatives eD Managing Efficient Consumer Response (ECR) 

! initiatives 1 7 

i ?□ Managing retail alliance relationships 

1 

( 20B. In many companies, the Customer/Trade Marketing department is comprised of people with different 
I backgrounds, skills or experience because of the variety of functions they are required to perform 

I haJZSmlLZl ^ k ?/£ U ? d ° r , ex P erience . do the P e °Ple In your CustomerATrade Marketing department 

have? (Please "X" all that apply from the list below) 

I 20C. If more than one applies, please circle the background or experience that is most represented in your 
^ Customer/Trade Marketing department. H 3£2iu: 

iD Sales zD Marketing 

\ 3D Research *D Finance 

sD Logistics eD Merchandising 

?D Purchasing *D Operations 

£>□ Other (Please Specify): 



21 A. Shifting focus now from the sales/trade marketing reporting to your field sales organization, which of the 
following functions does your field sales organization perform? (Please "X" all that apply.) 

21 B. For all the functions that you have marked an "X", please rank the top 3 functions that are most often 
performed by your field sales organization by indicating 1, 2 or 3 (1=highest and 3=lowest) in the space 
provided alongside each function. 



iD Performing evaluations 

3D Controlling the consumer promotion budget 
sO Managing category management initiatives 

?□ Managing retail alliance relationships 



2D Controlling the trade promotion budget 

*n Managing profit/loss 

&D Managing Efficient Consumer Response (ECR) 
initiatives 



This section asks you about the role of Category Management in your company. 

22. For each of the following activities, please check "X" in one of the three columns if your company (1) 
currently includes as a part of its category management process, (2) does not currently include but plans 
to include over the next 12 months or (3) does not plan to include over the next 12 months. 





Gurrentlp^'}W;S^ 
.^V^f ** rori vi oaiegory 
^^.ManagementS^^S 


^ gpurrently Not a P*1^ 
:.^But Plan to Include In 
gC^e^ry Management 

-.v.i'j-rsjs/.'^. ■oyer,.tne < tete;.;: , .w. 
ftextH 2 Months^sl 


SSC, 'Po:Not:;Plan;fc^.;i#: 

Category 
«-NexiM6^##l^ 


Category business planning 








Assortment planning 








i 1 \Ji 1 IWUUI iCtl fJICLI II III /y 








Everyday pricing 








Shelf Management 








Micro-merchandising 








Micro-marketing 








Frequent Shopper or Loyalty 
Shopping programs 








Other 









23. 



What department is responsible for implementing category management in your company? 
(Please "X" one answer) 

1 □ Brand Management 2 Q Senior Sales Management 

3D Promotion Planning Department „□ Regional Marketing Team 

sO Customer/ Trade Marketing Department 6 D Key Account Manager 

?D Undefined Responsibility 8 D other (Please specify):. 



24A- What are the major reasons you practice category management? (Please "X" all that apply from the list 
below) 

24B. Of the reasons that you have marked with "X", please rank the top 3 reasons you practice category 
management in your company by indicating 1, 2 or 3 (1=highest and 3=lowest) in the space provided 
alongside the reasons. 

iD Increase effectiveness of promotions 2 D Optimize our item mix 



sD Induce consumer purchase frequency 4 D To increase our brand equity 

sD Induce consumer loyalty 6 D Reaction to competition 



?D Ensure category leadership e D Able to target key consumers 

sD To influence decisions on our categories ioD Increase revenue 

n □ Increase profitability 12 D j 0 create positive relationships with retailers 

i 3 D Identify new opportunities 14 D Other (Please specify): 



25. Does your company currently have alliances with retailers as a category "captain"? 
(Please "X" one answer) 

iD Yes, with a great many retailers -> Continue with Q26 
2O Yes, with a few retailers -» Continue with Q26 
3D No, not at all -» Skip to Q27A 

26. As a category "captain", the value you are receiving on your investment is ? 

(Please "X" the one that applies most) 

aD Excellent Value 3 D Good Value 2O Fair Value 

1 □ Poor Value xD Don't Know/Not Sure 




There are many issues that are critical to the industry today 
27A 



27B. 



27C. 



From the following list of key issues, please check all the ones that impact your company (Please "X" all 
that apply under column Q27A) 

Now, please rate the following issues in their importance to you using the scale below. (Please indicate 
your responses under column Q27B below); 



4 = Extremely Important 3 = Somewhat Important 



2 = Important 



1 = Not At All Important 



During the next 12 months, for each of the activities below, please indicate if the activity will increase, 
decrease or remain same in its importance to your company (Please indicate using letters I. D or S under 
column Q27C using the scale shown) 



= Increase in Importance 



D = Decrease in Importance 



S = Remain the Same 



m 
1 


mum 

(X All That Ir^act 
Your CorhbiahvV 






Category Management 






Promotion efficiency and effectiveness 


1 
■ 


3 D 


New product introductions and implementation 


n 


Variety and assortment 






Frequent Shopper/Loyalty programs 


1 




Understanding the consumer 






Private label 


1 


sD 


Trade partners/vendor relationships 




n 


Customer loyalty and retention 




ioD 


Home meal replacement 


1 


nD 


Space management 




i 2 D 


Manufacturers marketing at the store level 




i 3 D 


Industry category definitions 


1 


uD 


Making the retailer a brand 




isD 


Changing store formats 


1 


i 6 n 


Internationalization of retailers 






Efficient Consumer Response (ECR) 




ibD 


Food safety/security 






Year 2000 




20D 


Alternative shopping channels (e.g. Internet, TV, 
Phone) 



PBS 



These last few questions are just for classification purposes. 

28. Which product category best describes the market in which your products compete? 

1 □ Health & Beauty Care 2 U General Merchandise 

3D Refrigerated prepackaged Foods 4 D Beverages 

sD Frozen Foods 6 D Dry Grocery 

?D Fresh Meat/Produce 8 D Grocery/Non-Foods 

9D Other (Please Specify): 



29. 



For the products that you currently offer, which of the following channels carry those products 
(Please "X" all that apply) J K 



1 □ Grocery Retail - traditional supermarkets 

3D Supercenters 

sD Traditional Drug stores 

7U Television 



2O Mass Merchandisers 

aD Club Stores 

eD Health/Natural Food stores 

sD Internet 



30. 



31. 



32. 



Is your comnany presently ncjrm an (-[n^o /«v~rwH~w 

or a combination (EDLP and "High-Low") pricing program? 



iyn-i_wvv pnuing program 



1 □ EDLP 2O High-Low Pricing 3 Q Combination Pricing xD Don't Know/Not Sure 

What were the total sales for this product division in calendar year 1999? 

$1 00 Million to under $500 Million 
aO $1 Billion to under $2 Billion 



iD Under $100 Million 
aD $500 Million to under $1 Billion 
sD $2 Billion or more 



Do the responses on this questionnaire apply to ? (Please "X" one answer) 

1 □ The entire company iU A division 3 D Other (Please Specify): 



I 

f r 

7 Thank you very much for your participation. As a token of our appreciation, we would like to send you the copy 
of this report by mail at no cost to you. Please provide us with your contact information. 

I 

Respondent Name: 

l Title: 



Company Name: 

| Address 1 : 

Address 2: 

I 

State: 

■ 

Phone #: 



ACNielsen Marketing Research 

4 th ANNUAL TRADE PROMOTION PRACTICES AND 

EMERGING ISSUES 

SURVEY OF RETAILERS 

All individual respondent answers to this survey will be held strictly confidential. 
Please complete the questionnaire before August 3 and keep it in an 
accessible location in your office. 
A representative from C/J Research will call during the four week period from August 3 to September 8. 
During the telephone interview, you may simply read your answers 
to the executive interviewer. 
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ACNielsen would like to learn more about your marketing and trade promotion practices. The first couple of questions 
relate to the level and type of trade promotion spending your company has done over the past few years. 

1 . During calendar 1 999, please indicate if your company's total promotional dollars from internal retailer 
funds, manufacturer funds, and coop (equal contribution) funds increased, decreased or remained the 
same versus 1998? 



total advertising/promqtioms 




Internal Retailer funds 


□ Increased 


□ Decreased 


□ Remained the 
same 


Manufacturer funds 


□ Increased 


□ Decreased 


□ Remained the 
same 


Coop funds 


□ Increased 


□ Decreased 


□ Remained the 
same 


Total Budget 


□ Increased 


□ Decreased 


□ Remained the 
same 



These next few questions address trade promotion specifically. 

2. In your opinion, is the share of manufacturer trade promotion dollars you are receiving... ("X" only one) 
1 □ More than enough 2D Sufficient 3 Q Not enough X D Don't Know/Not Sure 



3A. 
3B. 



What are the main reasons you do promotions? (Please "X" all that apply from the list below) 

Of the reasons that you have indicated with an "X", please rank the top 3 main reasons you do 
promotions by indicating 1, 2 or 3 (1=highest and 3=lowest) in the space provided alongside each reason. 



iD Consumer interest 

3D Induce consumer purchase frequency 

sO Induce consumer loyalty 

7O Bring in new customers 

£>□ Abie to target key consumers 

11 □ We like to innovate 

13D Other (Please specify): 



2D Method to increase trade funds 

a\3 Increase basket size 

eD Reaction to competition 



eD Improve category performance 

ioD Increase store sales 

12D To increase store traffic 



Which of the following best describes your opinion regarding the impact of trade promotion on 
establishing brand loyalty? (Please "X" only one) 



sD Definitely helps establish brand loyalty 
3D Has no impact on brand loyalty 
1 □ Definitely hurts brand loyalty 



4O Somewhat helps establish brand loyalty 
2D Somewhat hurts brand loyalty 
xO Don't Know/Not Sure 
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Please indicate for each component below, if in 1999, the trade promotion dollars you received increased 
decreased or remained the same as compared to 1998. Please use the scale below: 

I = Increased D = Decreased S = Remained the Same 



: Components Icft'Tri&eP 


/Trade Pr6motioiv$|^ 

%' f €&ei ved in "i999^i 




(Increased Decreased 
or Remained Same) 


u " ""voice allowances (i.e. an cents-off offers to the trade reflected on a unit basis 
not including those promotional dollars for Frequent Shopper programs 




Frequent Shopper Programs (i.e. participation in cents off offers in the retailers 

Proni iQnt Qhnnnar Arl Orr*. n»--it-i-i\ 

rrequeni onopper Au rTOyram) 




Bill-back advertising allowances (i.e. all feature ad, broadcast co-op, roto and 
circular expenses that the trade bills back on a unit basis after performance) 




Bill-back display allowances (i.e. all merchandising and display expenses that the 
trade bills back on a unit basis after performance) 




Accrual programs (i.e. all advertising, merchandisinq, and diSDlav Droarams which 
generate specific funds based on historical unit sales. These funds are spent against 
future performance.) 




Market development funds (i.e. all feature roto merchandisinn rptaiipr tv 
advertising, and display programs which do not appear on invoices - also known as 
"street money") 




Slotting allowances (i.e. expenses required for slotting new products into trade 
warehouses and on individual store shelves - includes payments made bv free aoods 
bui noi imroduciory cenis/unit allowances.) 


I 


Pay for performance promotions (i.e. all payments for merchandising and displays 
generated by the trade based on a performance [product sales movement] basis) 
(Scandowns) 




Coupon ad handling fees (i.e. all payments for handling costs charged by the retailer 

trade tO run a COUDOn aH nromntinn in their arl rr\ir\ffl\te*r\ 




Other (please specify any other trade expense not covered above ~ i.e. fixed funds, 
other free goods programs, buy one/get one free, etc.) 




* Excluding terms such as 2% 1 0 net 30 Total Trade Spending 





6. Does your company use annual trade promotion agreements or contracts? 

lD Yes zd/Vo xD Don't Know/Not Sure 



7A. 



Following are some questions specifically regarding new product introductions and slotting allowances. 

i" ^-LI^J! 16 number of new Products brought to you increased, decreased or remained unchanged 
from 1 998? (Please "X" only one that applies) 

iD Increased 2 U Decreased 3 D Unchanged xd Don't Know/Not Sure 



7B. 



Do you charge slotting allowances to manufacturers (including free goods but excluding introductory 
deals) for national new product introductions? 



iD Yes 



iD No 



<□ Don't Know/Not Sure 
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Do you charge a failure fee (or penalty fee) for new products that do not meet the specified or promised 
sales in a given time frame? 

iD Yes -» Continue with Q8B 2O No -» skip to Q9 xD Don't Know/Not Sure -» Skip to Q9 

In 1999, did the failure fee (or penalty fee) you charge, increase, decrease or remain the same as 
compared to 1998? 

1 □ Increased 2 D Decreased 3 D Remained the same xO Don't Know/Not Sure 

The next few questions are regarding off-invoice promotion allowances. 

On average, in 1999, how many weeks did your company receive off-invoice/trade promotion funds for a 
promoted product? 

4W!i§^afi 

recejBt of a promoted product and the final shipmate 

A verage number of weeks for off-invoice/trade promotion: 
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Is your company currently offering any Frequent Shopper programs? 

1 □ Yes continue with qi 1 2 D No -» skip to oi9 xD Don't Know/Not Sure -> skip to ois 

Since you currently offer a Frequent Shopper program, on a scale of "1" to "5", with "5" being Extremelv 
SXSwESS " BenefiCi3 '' P ' eaSe ^ ^ ^ ° f VOUr FreqU6nt ^PP^oS 

Please circle the number that most closely expresses your opinion. 





xtremeh 
eneficia 




■wife ■;■ •-, •••• •< 


ftllllflSil 


• Not At All s 
Beneficial 




To consumers that shop in 
your stores 




4.. 


3 


2 


1 




To you, the retailer 




4.. 


3 


2 


1 


X 


To your manufacturer, suppliers. 


..5 


4.. 


3 


2 


1 


X 

X 



What are the major reasons you offer Frequent Shopper programs? (Please "X" all that apply) 

Of the reasons you have marked with an "X", please rank the top 3 major reasons you offer Frequent 

Shopper programs by indlcatlna 1. 2 or 3 M=hmh<^t *nH »-in«*e« i« ♦k-U. 

reason. - , 1 , wui 



reason 

iD Consumer interest 

3D Induce consumer purchase frequency 

sU Induce consumer loyalty 

7D Bring in new customers 

sD Able to target key consumers 

11 □ We like to innovate 

™\3Gather consumer information 



2D Method to increase trade funds 

4D Increase basket size 

eD Reaction to competition 

sD Better use of trade funds 

ioD Increase store traffic 



Reward customers through rebates, 
uDOther (Please Specify) 



For the past year, do you agree or disagree that your Frequent Shopper program has generated hiaher 
returns than your traditional promotion programs (features, displays, TPrI, etc.)? man§E 



m 


brnfilefely 

^gijf&fr 






SSW?Agr«e:-Ni 




^^^^| 


Coirtplete 




7 


6 


5... 


4 


3 


2 


1 



!L2L!I2!!? , J!T l * d '° VOU b » m ; nufsict '""» *» Frequent Shopper programs incremental to OR a 
(prJ. s r?X" o^.h«.pK PrOV,ded 10 " V manUfaC,Urera " adl «°" al •—•*» t 

iD Incremental 
2D Replacement 

zD Both, but is incremental most often across all manufacturers 
aD Both, but is a replacement most often across all manufacturers 
xD Don't Know/Not Sure 
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14A. Are you currently sharing your Frequent Shopper information (excluding names and addresses of 
consumers) with manufacturers? (Please "X" one that applies) 

iD Vies, with all manufacturers Skip to Q1 5 

2D Yes, with most manufacturers -» Skip to Q15 

3D Yes, with a few manufacturers -» SkiptoQis 

4D No, not currently sharing with any manufacturers -» Continue with qub 

xD Don't Know/Not Sure Continue with Q14B 

14B. If not, are you planning to share your Frequent Shopper information (excluding names and addresses of 
consumers) with manufacturers? 

iD Yes 2O No 

15. How often do you use your Frequent Shopper data in your everyday decision-making such as buying, 
merchandising, etc.? (Circle one that applies most) 





4 


3 


2 


1 


X 





16A. Which of the following statements best describes the relationship between Frequent Shopper programs 
and Category Management? ("X" only one statement that most reflects your opinion) 

iD Frequent Shopper programs are an integral part of the Category Management process 

2D Frequent Shopper programs are only one of the many mechanisms to implement the Category Management 
process 

3D Frequent Shopper programs and the Category Management process are not related at all 

16B. Have you developed any direct marketing programs that target your individual consumers using their 
specific purchasing habits? 

iD Yes 2D No xD Don't Know/Not Sure 

17. Does your company plan to continue offering Frequent Shopper programs throughout the next twelve 
months? 

*D Yes 2D No xD Don't Know/Not Sure 
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D °A%K,?V Tently ,^ re y0Ur Frec « uent Shopper movement and price data with information partners such 
ds AUNieisen or IRI? 

1 □ Yes -> Skip to Q1 9 2D No ^ continue xD Don't Know/Not Sure -> continue 

If not, what are your reasons for not sharing. (Please be as specific as possible) 



Following questions are for retailers who currently do not offer Frequent Shopper programs. 

You indicated that you currently do not offer a Frequent Shopper program. Please read the statements 
below and X all that apply to why you do not have a Frequent Shopper program. 



1 □ Too much trouble to get started 

3D Haven't gotten around to it yet 

sD Am looking at doing one in the future 



2D No competitors in my area offer one 

4D Requires too much on-going maintenance 

gD Am using better promotional alternatives 
(Please Specify): 



Although you currently do not offer a Frequent Shopper program, are you planning to introduce one over 
the next 1 2 months? 



iD Yes 



2D No 



xD Don't Know/Not Sure 
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This section asks you about the role of Category Management in your company. 

21. For each of the following activities, please mark "X" in one of the three columns if your company (1) 
currently includes as a part of its category management process, (2) does not currently include but plans to 
include over the next 12 months or (3) does not plan to include over the next 12 months. 





?u#fif:Vurren 

f^£'"t ; Manag^ 


; Qurre^ 

^■Plan to .jnjcjude : jn^;^; 
£ Category Management 

r SV; Next 12 Months^S^ 


- "^-jKV- •a'"' ; V^'"' m^-^ '•■u^ i ''-»-" r ^-'- •'■ '';''"'<"' '--5''' 

K i jGategory ^ 

f^#Nei^ ' 


Category business planning 








Assortment planning 








Pmmntinnzit ntonninn 

l 1 \Jt I IWIIWI ICII fJIQI II III iy 









Everyday pricing 








Shelf Management 








Micro-merchandising 








Micro-marketing 








Frequent Shopper or 
Loyalty Shopping programs 








Other 









22A. 



22B. 



Whatare the major reasons you practice category management? (Please "X" all that apply from the list 

Of the reasons that you have marked with "X", please rank the top 3 reasons you practice category 
management in your company by indicating 1, 2 or 3 (1=highest and 3=lowest) in the space provided 
alongside the reasons. 



iD Increase effectiveness of promotions _ 
3D Induce consumer purchase frequency 

sD Induce consumer loyalty 

7O Bring in new customers 

Able to target key consumers 

11 □ Increase revenue 

^3^ Gather consumer information 

isD Other (Please Specify): 



2 □ Optimize our item mix 
4D Increase basket size 



eD Reaction to competition 

eD Ensure category leadership 

ioD Increase store traffic 

12D Increase profitability 

u{3 Identify new opportunities _ 



23. 



Does your company currently select manufacturer/supplier "captains" for a category? 

1 n Yes 2O No xD Don't Know/Not Sure 
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24B 



There are many issues that are critical to the industry today. 

^j^srs^Suir^ cl,eek ,h * ones ,hat appiy ,o your company (piease " x " a " 

&-£KI£%ffi SriS? lmportance ,0 vou usl " 9 ,he sca,e bel °™- <"— indlMte 

4 = Extremely important 3 = /mportanf 2 = Somewfcrt /mportanf 1 = Not at all important 

24C. During the next 12 months, for each of the activities below, please indicate if the activity will increase 

co e |um a nQ2 0 4C re urn n g trscaUUTnr"" t0 ^ ""^ (P ' eaSe ° " S ""^ 

I = Increase in Importance 



D = Decrease in Importance 



S = Remain the Same 











>*>£i%AHr~afl that : "dr\wK»l 










Category Management 








rromotion eniciency and effectiveness 






on 

31_l 


New product introductions and implementation 






4LJ 

i 


Variety and assortment 


I 




5D 


Frequent Shopper/Loyalty programs 






6D 


Understanding the consumer 






7d 


Private label 






sD 


Trade partners/vendor relationships 








Customer loyalty and retention 






ioD 


Home meal replacement 






iiD 


Space management 






12 n 


Manufacturers marketing at the store level 






13D 


Industry category definitions 






14D 


Making the retailer a brand 






isD 


Changing store formats 






16D 


Internationalization of retailers 






17D 


Efficient Consumer Response (ECR) 






ieQ 


Food safety/security 






19D 


Year 2000 






20D 


Alternative shopping channels (e.g. Internet, TV, Phone) 







I 

J 
ll 

4 



I i 

•i 
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The following four questions are just for classification purposes only. 
25. Which channel category best describes the market in which you compete? 

; ,D Food 2D Drug 

I 3 D Mass Merchandise aD Convenience 

sD Super Center eD Specialty 

yU Other (Please Specify): 



26. 



Is your company presently using an EDLP (everyday low pricing) program or "High-Low" Dricina Droaram 
or a combination (EDLP and "High-Low") pricing program? 9 pricing program 

I iUEDLP 2 n High-Low Pricing 3 Q Combination Pricing X D Don't Know/Not Sure 

\ 27. What were the total sales for your company in calendar year 1 999? 

1 n Under $ 100 Million z n$100 Million to $500 Million 

| 3 D $500 Million to $1 Billion „□ $1 Billion to $5 Billion 

sD $5 Billion $20 Billion 6 Q $20 Billion or more 



28. Do the responses on this questionnaire apply to... (Please "X" one) 

iD The entire company 2 D A division 3 D Other (Please Specify): 

Thank you very much for your participation. As a token of our appreciation, we would like to send you a copy of 
this report by mail. Please provide us with your contact Information. 



Respondent Name: 

Title: 

Company Name: _ 

Address 1 : 

Address 2: 

State: 

Phone #: 
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